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PSE job slots that are not filled by Ul exhaustees may be set aside for 

out-of-school youths who, although eligible for at most ?nly a short duration 

of benefits because of an insufficient work history, have experienced a . . 
long period of unemployment. There is, however, the concern that a dependency 

relationship would develop. To reduce the dependency relationship these 

' jobs should be for a relatively short fixed term (e.g., up to six months). 

used only once by a youth and pay no more than the Federal minimum wage. This 

would be a small supplement to CETA Title I which provides job training, 

including some work for about 1 million youths, exclusive of the 

summer youth program. 

Another policy would be to target more of the CETA Title I 

training funds, including some part of those used for work experience, to 

the exhaustees of the unemployment compensation system. However, the 

greater the number of constraints placed by the Federal Government on 

state and local government prime sponsors, the further we have moved 

. 
from the original intent of the CETA program to allow prime sponsors to 

administer the program so as to satisfy what they perceive to be local 

manpower requirements. Since we now have had some experience with the 

CETA program, this may be an appropriate opportunity to reevaluate this 

policy. Even if it is decided to stay with the original intent of the 
. . 

program, it would still be possible to provide financial incentives 

to local prime sponsors use more of their CETA resources for UI 

exhaustees. 

.. 
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~~ F¥ !~11 ~ff~~~ !He!u~~~ $1.3 billion for Title I block grants. and 

!Be~; ~§~ ~ ~!§9 ~!!!e~ Ee~!d bo available in combined Title I and III 

~H:~Ef~;!e~~ !~~~· W!t~~ Uag curren~ budget estimates the targeting could 

~~~ ~~~f~~ E~ff~~~ ~!ity on the block grant approach for CETA and 

==~~~Bl!~~ ~ ~~ ~totute a mandatory first preference for 

~~H~~~~~~ 8f ~H@ uae of mandatory percentage of the Title I 

. e!-88~ ~f~t~ !eF @Khaustees; or 

==~;~!!~~ ~ ~~ !:$tGtute the right of the Secretary to set 

~&!&f&~e~~ !ef Wh@ qets served and with how much. 

fB_} · ~&~~H~ tH& §~Efe~fY' a discretionary funds in whole or part for 

~FB~i!!H~ tf~~!R~ !8F P! ~~~u~tees. 
fE} Be¥~!~ a ~f9E~B!@ tor using the discretionary funds to provide 

!HE&Htl¥~~ tg ~!tl~ ! ~~H~9~~ to use greater percentages of their block 

Wf~Hlt f~~~ t~ ~~~~ ~~~';!~t~~!l. 

.. 
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lssue 2 -- Youth Unemployment 

Policy Recommendations 

1. Propose a youth differential in the minimum wage or exempting 

the earnings of youths paid near the minimum wage from payroll taxes. 

2. Establish an inter-agency group to work with the Department of - , 
Labor for expanding experimentation with exemptions to the ~inimum wage within 

the current FLSA framework. 

3. Request that the Commission on paperwork undertake a study of the 

impact of the paperwork burdens on the summer employment of youths, and consider 

ameliorative policies. 

·.Discussion 

The Administration's policy response to the high youth unemployment 

rate, beyond the general efforts to restore full employment has been manpower 

programs, .i,~cluding the Job Corps (CETA 'l'ltle IV), and summer employment programs_ 

Our manpower training programs hava typically addressed the problem 
. . 

of poor training either on the job or in uchool that may ultimately lead to 

low earnings. Particularly for youths, they also seek to temporarily reduce 

unemployment during the period of trainin<J or work experience. Such programs, 

however, are not necessarily designed to reduce unemployment permanently. 

!he training programs may increase ~employment in the future if the training 

is for a high unemployment occupation (e.<J•t construction) or if it encourages 

a new round of job exploration after the training is completed. 

Youths who appear to have the most uevere learning disabilities or 

problems of adaptation to the school or work environment tend to have 

the most severe unemployr.tent problem. 'l'h-" very characteristics that 

:result in failure in school and in the lothor market are likely to 

result in failure in specific government training programs. Thus far, 

.. 
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however, we lack adequate evaluations of the economic impact of the youth 

training programs. 

. ·-
~e Summer Youth Employment Program provides work experience (averaging 

20 hours per week) for disadvantaged youths who cannot find private sector 

employment. It is expected that about $560 million will be spent this summer 

for almost 900.000 _job slots at about the ~inimum wage for ~sadvantaged 

youths age 14 to 21. Although the summer youth programs are well liked by 

local governments. their net effect on teenage employment is not as large as 

. 
the ~umber of program participants since an unknown proportion of the youths 

. would have found a pr:ivate sector jab if the program did not exist. It: is 

expected that as the economy improves. the number of slots in the Summer 

'lbere would be l.ess need £or Federal training and summer employment 

programs :for t:eena~ .i:f :it: ....-ere not for the job limiting impact of the 

Federal ain.imllml ~e. 3:n t::he Jl.as1t decade, the Federal minimum wage for 

jobs co~ ~:io:r to l.95'6 has~ at about the sam~ rate as the 

. 
adjusted a~ ~l.y ~ index. 1Jy itself, however, this ·would 

tend to Cll2J\'Ill.t::nla:t :nill.atiwe jj:mh C.P.@QIL:t:um.ities for youthS since with a growing 

propottiC"Dl llbf t.M ~ ~ a::ams:ii..st:i of youths, one would expect a slower 

i . ..:&... ""-1:1...-- .• 1/ r se ua ~"--Il& ~ ~ ll.llll a.~ wages.- ~bre important, perhaps, has been 

the clni:Jsatli.q: ~ii~ ~ ~ m the Federal minimum wage from 62 percent 

of private~ ~ :imt 1.961 to about 85 percent in 1976, with the 

1/ ~ ....ui.lJJ1. tt~Cml to~ <il .:r<eMEt:se d!ect in the 1980's as youths become a 
smaller ~~ d tthe ~ :fuzm::e. 

'· 
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expansion primarily concentrated in the youth-intensive service and farm 

worker sectors.!/ 

On the basis of research studies, the CEA estimates that a youth 

differential in the min~.wage of 10 percent (currently 23 cents) is 

likely to increase teenage employment by about 2 percent, or by about 
. ; 

150,000 jobs. With the youth differential it would be easier for teenagers 

' to find jobs offering one-the-job training that would increase future 

earnings, thereby decreasing the need for federally subsidized training 

programs. The eff~ct on adults of the increase in teenage employment is 
2/ 

unclear.-

It may npt be feasible to introduce a youth differential in the 

minimum wage. The minimum wage is not onl.y .an economic issue, but also 

a highly emotional and political issue. Many·adult workers are concerned 

wlth competition from youths who do not have family responsibilities. 

others believe that each job should provide earnings sufficient to support 

a family. These concerns need to be addressed when considering a teenage 

differential., or an al.ternative policy instrument with the same objective • 

. One means of achieving a favorable employment impact by lowering 

the effective minimum cost of employing a worker without lowering the 

minimum wage would be a reduction of employer paid social security taxes. 

This could be accomplished by permitting an exemption of employer contri-

butions for teenagers earning near the minimum wage or through funding the 

employer contribution out of general. revenues. The Latter would explicitly 

introduce the far broader issue of general revenue financing of social security. 

1/ In recent years, there has been an increase in job specific minimum 
wage exemptions authorized by the Department of Labor. The growth in 
exemptions is small compared to the expansion in coverage. Most of the 
exemptions are for students working in educational institutions. 

2/ Although studies have found a significant adverse effect of the minUnum 
wage on teenage employment, no net effects have been fou •. d for adults. However, 
these studies have not ex~mined the impact of a teenage differential.· .. 
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a ~\1~~100 in the minimWil wAq~. e~cJ th~ ~~ ~§t!~~~~ tMt t~!§ ~\!!~ 
1/ 

~na ~eM.~e employment by AboYt ~tl, tl90 ;~~~ ;:= ~~ ~~ ~!¥@! w~e 

l.il\i.t:ea ~ youths in the riei"qtm~n·h~ti flf th~ mifl~~ w~~@• ~§@9 e~ ~@ 

M\il"Ly ~H\Utgs of teenaq~• tl§ f'~~f't@@ !fl th~ ~y ~~1~ €~§, {R@ !@§§ !~ 

~y~l l:~ ~venue would be il~Yt -~~~ m!lliflfl ~@~ Y~~~~~ ~R@ f@V@~\!~ 
l.~¥!1 flN" j~ ~ted would th~tH ~~ ~yt ~~,@QQ JJ@!" y@~~!' 

~ial security taxe• •~@ ~Hly @fl~ @f §~V@f'el fl@~=w~~@ E@§{§ e! 

~~ymenl: 'that ar; .imposed by '1flV~f'~@fit§ ~t V~f'!€lY§ !@V@!§: ff@~@Rt!y f 

~ ~k buroen and &!mini§tf'et!v@ ~§t €lf eti§!~ §@!R.@@R@ t@ ~@ ~¥!9!! 

~ ~l;a;ttiu in relation w @ef'Hi~'l§, ~tim~!~!¥ ff?~ !@W ~~@ eR@ 

~\:=-\:~ ~- In addition w §~§iel §@@Yf'i~ te~@§, a88!fl~ §@!R.@~@ 

~ ~ ~~l iuvo1ves detormi-Heti@fi e~ pep@~@~ witfl f@§~@E~ i@ f@@@fel 

eM i>la~ t~ tax withbol4i"', llH@!ftp!€l)'ffi@flt iH§Yf'efl@@, . W@f@\@fl' § E@ffi!3@fl: 

M\:-i.~,. ~ and state cbU4 leOOf' leW§, iffi~ p~it§, §ef@i)f f@~!eti@fl§, 

~\_<e.. No ~~ estilaates app~ua~ m heV@ ~@fl J!!e9~ €lf §Y@fl ~@§~§ lfl f@!e~!@fl 

~ ~-~ smamer employffl@fit €lf fm!th-§; 'ffi@y efJii@e~ te E@ §!$H!= 

ft.~\: ~u~l.y £or small fi-Hl§ tnet @eHMt eff@¥§ eYtsftla~@a 8e8 

·~~ ~ ~ ~t§, It ww!§ ~@ Y§~ft!i t@ h~V@ e ~a§~ fEifE@ 

~ t~uq ~ ClCISt:s, e•~wu Wif' imtle§t eM efiely!@ ~H@ f@a§iei!i~¥ . 

%1f %~5i.~~ cr eH;m5natinq §~ §f tM~~ DYf'@@fl§: !H f;@ftieYlef, i; 

~~ ~ ~ !Dr ~ ~§§i§» @H faP~fW§f'~ t@ llfi§~f~e~@ a §~@ei!ie 

}# ~l& .li% ~ em i:±~e s .. es ~~§l!Dt §9§iel . §~@Yf'ity te* fet@ f3aia BY 
~ ~~~ i»>:i a:m ~td ~la§t.i§ity ttf 0:~: 

.• )·1 'Jl!M.% it% ~ on 1tlM! !ollt»iifl§ g§f§4fflP~~n$; ,~~ ttl~ ~: § fllil!i-Em ~~@~~S@fJ;; 
~~ ~ ~ te~ §J,99 9Rd §~ .. §~ ~~ h@yF, tR@ aY@fe~~ We~@ i§ §g: ~B 
~ ~~, ~ '.wt!lYik !l,O.GO t~~~~ ~~f f~~f, tJl@ te* fet~ i§ §:§§ fa@fE@fit eA9 7§ 
~il1t CM'.C :tim ldZ:tW:U:<eli ezll_9~fit .. 
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• 
study of the paperwork burdens attendant to employin~ ~Ytha p&~t·timo 

or during the summer. 

Another approach may be to expand Department of L~~ oxemptiona 

front the minimum wage (i.e.; reductions in the appU.eeble minimum WAfiOI) 

for part-time or full-time workers with low levels of PfO~uetivity, 1ueh 

as youths and the disabled. This would circumvent the a~verre effoetl of 

the minimum wage without an explicit violation of the minimum W&fiO pfinciple 

and without linking this issue to others, such as •oei~l security policy. 

Under current legislation the De~ent of Labor i18YO~ 802,000 exemptions 

in FY 1976 of which 614,000 were for student~ employed part-time in thei~ 

educational institutions. 

Although the Fair Labor Standards Act would pomit Aft expanaion of 

exemptions through changes in regulations, the economic and political 

impacts of such changes need to be examined. It may be uaoful to Olitablbh 

an inte~-agency group to work with the Department of LAbo~ tor an oxpan§iQn 

of experimentation with exemptions within the exilstin9 f~A framcawork~ 

Although black teenagers have a higher incidence ano A lonvor ou~Ation 

of unemployment than white teenagers, the racial differeneo narrow• dram@~ 

tically as the youths age a few years. Black youtha tone to have fowe~ 

skills and e~rn lower wages than white youths. Job COrps-typo tr&ininq 

programs, summer employment programs,· and a reduction in tho ottoc:tivo 

minimum cost of employing youths may be particularly important inatruments 

in providing black. teenagers with job and training o~rtunitioa c:ur~ently, 

and in providing the foundation for greater wages an4 employment aoeurity 
1/ 

in the future.-

_J/ In the absence of econo:cai:- iaapact evaluationl!l of th~ youth ori~ntt'!a 
training proqr~ms, it is not clo!ar if program roc!o§iQnl:l C()Uld r"I'Ult in JTIOre 
permanent benefits. 

.. 




































































